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Results of Institute Examinations 


About 14 per cent. of the candidates who 
sat for Institute examinations in codperating 
states last November received a passing 
grade. Approximately 15 per cent. were 
conditioned in one subject and 71 per cent. 
failed. 


Annual Meeting, American Institute 
of Accountants 


With the purpose of making the 1929 
annual meeting of the American Institute of 
Accountants at Washington, D. C., the 
most delightful in its history, the committee 
on meetings has already commenced its 
activities. A meeting of the whole com- 
mittee, with the president and the secretary 
of the Institute, was held at the Institute 
offices on January 4, 1929. 

The whole programme was tentatively 
outlined and various tasks were assigned 
different members of the committee. 

Special plans for the entertainment of 
ladies will be carefully prepared. A com- 
mittee of ladies will soon be appointed to 
organize a programme of entertainment, 
and members of this committee will per- 
sonally see that the meeting is made pleasant 
for the wives of members who attend. 

It is expected that foreign visitors, at- 
tending an international congress on account- 
ing at New York a week prior to the Insti- 
tute’s meeting, will also visit Washington, 
and they will be invited to be present at the 
Institute's meeting. special reception 
committee will care for the entertainment 
of these and other guests. 
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The committee will make every effort to 
induce a large attendance by younger mem- 
bers of the Institute. Expense will be kept 
at a minimum and an estimated individual 
cost will be published for information well in 
advance of the meeting. 


Roster of Institute Members in Ohio 


The Northern Ohio chapter of the Ameri- 
can Institute of Accountants has published 
a pamphlet containing the names of mem- 
bers of the chapter and of the firms which 
they represent. The roster shows that the 
present membership includes 46 accountants 
representing 24 public accounting firms. 


Court Rules Accountancy Is a 
Profession 


An accountant recently sued a client, in a 
Louisiana district court, for compensation 
for services rendered under written and oral 
contracts, the existence of which was ap- 
parently unquestioned. The plaintiff was a 
certified public accountant of Texas, not 
Louisiana, and the defendant based its de- 
fense partly on the accountancy law of 
Louisiana, which prohibits practice in that 
state as a certified public accountant by any- 
one who is not registered as a C. P. A. by the 
Louisiana state board of accountancy. 

The court stated, in effect, that contracts 
may not be legally enforced if they involve 
illegal functions. However, matters ordi- 
narily legal, but forbidden to certain classes 
of persons, may be an exception to this 
principle, it was said. Some licences, such 
as those of brokers, the court said, are es- 
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sentially merely receipts for payment of a 
tax, and a contract by a party who had 
failed to obtain such a licence would not 
necessarily be null, unless a statute expressly 
so provided. Licences of this type are 
principally for purposes of revenue and are 
not imposed to protect public welfare by 
prohibiting specified activities by unquali- 
fied persons. 

The practice of medicine or law is in a 
different category, being limited to prac- 
titioners who have been judged qualified by 
properly constituted authorities. The li- 
cence in these circumstances is evidence of 
qualification, and not primarily a considera- 
tion for payment of a fee. 

In considering the case at hand, the court 
delivered the following statements: 


“It is required in this case to determine whether 
the legislative enactment, making the practice 
of public accountancy unlawful in the absence of a 
certificate duly issued, strikes with nullity a con- 
tract of employment of an accountant not certified. 

“A competent public accountant must doubtless 
possess certain natural qualifications, improved by 
education and experience. It is clear that an in- 
competent accountant might injure the public 
seriously by malpractice. In State v. DeVerges, 
153 La. 349, which appears to be the only Louisiana 
case on the subject, it is said that accountancy 
did not affect the morals, health or safety of the 
public, however incompetent the person practising 
the profession might be. But the later policy 
declared by the legislature, in its act of 1924, is 
controlling, and can be deduced only from the act 
itself. The act creates a board to be appointed 
by the governor. Applicants for certificates shall 
submit to a written examination by the board on 
“Theory of accounts,’ or other subjects named, 
and on such additional subjects deemed necessary 
by the board. They shall prove at least a high- 
school education and good moral character. The 
board may then issue a certificate, which may be 
revoked, after hearing for ‘“‘unprofessional’’ conduct. 
The certified accountant is prohibited from dis- 
closing any information gained in his employment. 

“Tt is seen that the public policy of the state, as 
set out in the act of the legislature, considers public 
accountancy as a highly skilled profession, and the 
regulation of its practice to be essential to the well 
being of the public. The moderate fee to be paid 
for the certificate can not be considered the moving 
cause of the enactment; it is merely incidental to 
the regulation deemed important in the public 
interest, and, at most, designed to relieve the state 
itself of some of the cost of such regulations. The 
present case can not, therefore, be compared with 
the several cases cited, in which licences for broker- 

were involved. On the contrary, it must be 
held that the public policy of the state places 
accountancy in the class of learned professions, 
and for the public protection, prohibits its practice, 
under penalties, by those not duly qualified under 
the legislative act. It declares such unauthorized 


practice of the profession to constitute a mis- 
demeanor, punishable like other violations of pena! 
statutes, by fine and imprisonment.” 


In the light of the evidence adduced, the 
court considered it proved that the account- 
ant had practised in Louisiana as a certified 
public accountant in violation of the Louisi- 
ana law. The contract in question, there- 
fore, was judged unenforceable, and the de- 
mands of the plaintiff were ordered rejected, 
at the cost of the plaintiff. 

It has been reported that the case has been 
appealed to the supreme court of the state. 


English-speaking Accountants in 
Paris 


The annual dinner of the English-speaking 
accountants in Paris was held on Friday, 
November 23, 1928, at the Hotel Conti- 
nental, Paris. The chairman was Oscar 
Fawcett. One hundred persons were pres- 
ent in addition to the following guests: 
the president of the Institute of Chartered 
Accountants, Sir Nicholas Waterhouse; the 
president of the Society of Incorporated 
Accountants and Auditors, Thomas Keens; 
J. R. Cahill, British commercial attaché; 
C. H. Maclean, American commercial at- 
taché; W. Hennessy Cook, president of the 
British Chamber of Commerce; J. C. Bull- 
winkle, treasurer of the American Chamber 
of Commerce. The president of the Society 
of Incorporated Accountants and Auditors 
was accompanied by the parliamentary 
secretary, J. R. W. Alexander. 

After the loyal toasts had been given, the 
chairman proposed the toasts of the presi- 
dent of the institute and the president of the 
society. He prefaced his remarks by stat- 
ing that it had been hoped to have the 
pleasure of the company of Sir William 
Plender and of A. H. Carter, a member of 
the executive committee of the American 
Institute of Accountants, but both had sent 
messages of regret. 

The chairman said that he did not intend 
to describe to the general company the 
activities of the guests of honor, which were 
well known to the English-speaking account- 
ants in Paris. He proposed rather to ex- 
plain to the guests of honor the activities of 
the English-speaking accountants in Paris. 
In 1923 a meeting of English-speaking 
accountants practising in Paris was called 
by members of some of the leading firms. 
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Twenty were present on that occasion, 
representing seventeen firms; of the twenty 
then present, seventeen were still in Paris. 
The seventeen original firms were reduced 
to fifteen by amalgamations, and newcomers 
had brought the total up to twenty-five. 
This body was informal and unofficial, he 
said, but it had served a useful purpose in 
that it enabled the various members to con- 
sult each other informally, to exchange 
views on matters concerning the welfare of 
the profession in Paris, and to elucidate 
various points of difficulty which were 
continually arising. He said that the mem- 
bers of firms in Paris met at quarterly 
luncheons at which the chair was taken 
in rotation, and that a dinner was held 
annually, attended by partners and manag- 
ers of firms practising in Paris, members 
of their staffs and other members of the 
profession who might be in Paris at the 
time. At these dinners they had had the 
company of Sir John Bradbury, Sir William 
Plender, A. P. Richardson, the secretary 
of the American Institute of Accountants, 
and other prominent British and American 
visitors. 

The chairman then mentioned the subject 
of the recent French decree authorizing the 
grant of a “brevet d’expert comptable’”’ rec- 
ognized by the state. He said that this 
was an important step, showing that the 
French authorities realized the importance 
of creating a trustworthy body of expert 
accountants. A committee had examined 
the situation arising out of this decree, and 
had ascertained from the French ministry 
that accountants of nationality other than 
French were not excluded from the exami- 
nations, and furthermore that service witha 
firm of English-speaking accountants prac- 
tising in Paris would be recognized as the 
preliminary service required by the pro- 
visions of the decree prior to sitting for the 
examinations. On the other hand only 
accountants of French nationality would be 
eligible for a grant of the brevet without tak- 
ing the examinations. This seemed to be 
a not unreasonable provision, he said. 

The chairman thought that the action of 
the French authorities was an important 
step in the right direction, though some 
criticism on the ground of undue favoritism 
had been directed at the first appointments 
under the new decree. He further expressed 
the opinion that the proposed restriction of 


membership to British nationals in the draft 
amended charter of the institute might, if 
passed, only lead to retaliation in other 
countries. 

Finally, he pointed out the utility of this 
unofficial body of English-speaking account- 
ants in discussing and elucidating the com- 
plexities of French fiscal legislation and in 
watching the new activities of the authori- 
ties in their attitude toward foreign com- 
panies operating in France. He further 
remarked that the English-speaking account- 
ants watched over many millions of francs 
of British and American capital invested in 
France. He thanked the guests on behalf 
of the committee for attending the dinner. 

Sir Nicholas Waterhouse, in responding to 
the toast, said that he was much honored by 
being invited as a guest to the dinner and 
being asked to reply to the toast of the 
Institute of Chartered Accountants. 

He said that the accountancy profession, 
as understood in England, was still in its 
infancy in France, but during the last few 
years its usefulness appeared to have been 
more and more appreciated, and now the 
first steps had been taken by the French 
government to organize and control it. 
He had always felt that it was the activities 
and influence, some half century ago, of the 
pioneer English accountants practising in 
the United States of America to which the 
profession in that country largely owes the 
status and reputation which it now enjoys. 
He thought that the same process was in 
the course of evolution in France, and that 
it was only a matter of time before the 
profession in that country would be gov- 
erned by the same principles and ideals as 
those of which the chartered, incorporated 
and certified public accountants are so 
proud. Although there had been some 
criticism, he felt sure that before the French 
diploma was very old its holders would join 
together to enforce a code of ethics and con- 
stitute a governing body possessing dis- 
ciplinary powers of its own. Without such 
a step he doubted if the diploma in itself 
had quite met the situation, for, as a writer 
in a leading French banking journal said, 
expert technical knowledge is an admir- 
able thing for the profession, but with- 
out esprit de corps it is useless against fraud 
and in fact sometimes serves to facilitate it. 

He called the English-speaking account- 
ants in Paris the pioneers of the profession 


in France, and he congratulated them on 
the progress they had made and on the fact 
that their usefulness had so soon been recog- 
nized in that country. He felt confident 
that, as in America, so in France, there would 
be room for those of different nationality to 
carry on and share the good work, still 
maintaining the friendly relationship that 
now exists between them. 

Thomas Keens, who also responded to the 
toast, said that the gathering was a unique 
one, inasmuch as it should be regarded as 
truly international. He paid a tribute to 
France, whose soil had been sanctified by 
the blood of French and English-speaking 
soldiers. 

The good relationship between America 
and Britain, he said, was strongly evidenced 
in the activities of the aptly named English- 
speaking accountants in Paris. After all, 
they have a common race and speech and, 
particularly in the field of accountancy, 
common ideals, Mr. Keens said. He hoped 
that many of them would meet again at 
the international congress on accounting 
to be held next September in the United 
States of America. 

Mr. Keens said that he had been anxious 
while in Paris to inquire into the position of 
the English-speaking accountants in France, 
as it was likely to be affected by recent 
French legislation. He was pleased to 
hear the reassuring remarks of Mr. Fawcett, 
and observed that this development was 
typical of the new nationalism which was 
to be seen in all parts of the world, par- 
ticularly in Australia, South Africa, Ar- 
gentina, Chile and Japan. In all these 
countries steps for the organization of the 
accountancy profession have been recently 
taken. 

The toast of the commercial attachés was 
proposed by J. Balfour Horne, who described 
the useful activities of those two officers in 
guarding the interests of English and Ameri- 
can trade andcommerce. J. R. Cahill, in re- 
sponding to the toast, stated that he had had 
no idea until that evening how strongly 
represented in Paris were the various 
bodies of English-speaking accountants. He 
thanked those members who had so fre- 
quently given their services without mone- 
tary reward in dealing with the accounts of 
various charitable institutions in Paris. He 
gave a survey of French commerce and in- 


Bulletin of American Institute of Accountants 


dustry and mentioned its tendency to be 
in the hands of families rather than in 
those of financial groups, thus giving a 
far more personal touch than is the case 
in English-speaking countries. He paid 
tribute to the marvelous recovery of France 
from the ravages of war and to the spirit 
which had rendered this possible. 

H. C. Maclean ended a humorous reply 
by referring to the bond of a common lan- 
guage and promising his codperation in any 
matter in which the English-speaking ac- 
countants in Paris might require his inter- 
vention. 

The toast of the representatives of the 
chambers of commerce was proposed by 
J. H. Johnstone, who referred to the great 
assistance afforded by these two institutions 
to English and American trade and com- 
merce. Hennessy Cook in his reply re- 
ferred to the restrictions imposed on the 
employment of foreign labor in France 
and finally stated that he hoped to see in 
the future a united and powerful body of 
British and American business men in 
Paris capable of defending their own inter- 
ests. 

J. C. Bullwinkle replied in the name of the 
American Chamber of Commerce and 
thanked the company for inviting him to be 
present. 


New Zealand Society of Accountants 


The 1928-29 year-book of the New Zea- 
land Society of Accountants which has re- 
cently been published shows that the present 
membership of the society is 1,820. 


Tentative Programme for Interna- 
tional Congress on Accounting 


A tentative programme has been pre- 
pared for an international congress on 
accounting to be held at New York, Sep- 
tember 9 to 14, 1929. The programme is 
subject to revision. At present it is be- 
lieved that papers and discussions on the 
following topics will be included: 

1. Legislation relating to accounting in 
various countries. This topic will em- 
phasize not only laws affecting the public 
practice of accountancy but also legislation 
which may affect accounting in the determi- 
nation of cost for import duties, etc.; 
accounting in private industry for tax pur- 
poses or in mergers or cartels, and public 


Bulletin of American Institute of Accountants 


or private accountants in their responsi- 
bility to creditors and investors. 

2. Education affecting accountants and 
accountancy. ‘The discussion will include 
description of educational activities of pro- 
fessional and private associations; the edu- 
cational methods of public accounting firms 
for the benefit of their own staffs, and the 
educational programmes in accounting in 
universities throughout the world. 

3. Depreciation. The papers on de- 
preciation will deal with the theories of de- 
preciation and with practical problems in- 
volved in taxation, security investments, the 
effect of re-appraisals, the effect of progress 
in the arts, and cost of production. 

4. Financial statements. There will be 
papers on principles of valuation, stand- 
ardization of balance-sheets and consoli- 
dated balance-sheets, accountants’ reports 
and accountants’ responsibility for inven- 
tory verification. 

5. Costs of production. Papers will be 
read on standard predetermined costs, on 
operating procedures and on selling costs. 

6. Commercial budgetary practice. As 
part of the discussion of budgetary practice 
papers will be included on the present status 
of budgeting, forecasting and planning; 
financial control policies in industry, and 
municipal and governmental budgets. 

7. Business discussions. The possibility 
of forming an international organization of 
accountants will receive consideration. The 
desirability of the natural business year; 
the possibility of reforming the calendar 
year according to the 13-month plan and 
other business matters will also be discussed. 

The leading papers will be printed in 
several languages and distributed prior to 
the sessions. The printed papers will proba- 
bly not be read, as the delegates will un- 
doubtedly peruse them in advance. The 
chairman of each session will present the 
authors and the subjects will be discussed 
from the floor. 

It is planned to have exhibits on view at 
New York University and at Columbia 
University during the week of the congress. 


ESSAY CONTEST 


The’ executive committee of the inter- 
national congress on accounting has an- 
nounced that an essay contest will be con- 
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ducted as part of the activities of the con- 
gress. 

Three prizes of $500, $300 and $200, 
respectively, are offered. Competition is 
open to any member of a recognized ac- 
counting organization, to any junior in a 
public accounting office, and to any student 
attending an accounting class in any recog- 
nized school (including correspondence 
schools) in the world. Each entrant must 
be under 30 years of age and must write on 
a subject contained in the official programme 
of the congress. The papers submitted must 
show constructive or original thought and 
must not contain more than 3,000 words. 

Papers must be submitted before May 1, 
1929. If feasible, authors receiving awards 
will be asked to read their papers at the 
congress to be held during the week of 
September 9, 1929. 

The committee of judges consists of 
Patrick W. R. Glover, president of the 
New York State Society of Certified Public 
Accountants, John T. Madden, dean of the 
school of commerce, accounts and finance, 
New York University and Roy B. Kester, 
professor of accounting, Columbia Univer- 
sity. 

Inquiries should be directed to G. L. 
Courtney, New York University, 100 Wash- 
ington Square, East, New York, N. Y. 


Predetermining Costs in Cotton- 
textile Industry 


“An outline of bases to be used in pre- 
determining costs for guidance as to sale 
policies” is the title of a pamphlet recently 
published by the Cotton-textile Institute, 
Inc., New York. In a letter of transmittal 
to mill executives the president of the 
organization states that one of the most 
important ways to promote the cotton- 
textile industry will be to encourage a thor- 
ough re-examination by each mill of its 
cost-finding methods. Executives are urged 
to undertake such a study and test their 
present methods by certain fundamentals 
set forth in the outline. It is suggested that 
in the re-examination the manufacturer ask 
himself the following questions: 


‘“‘Am I using cost-finding methods that are 
intended to show separately the cost of each 
number or construction before I make it? 

‘‘Am I using a sound and accurate figure 
for ‘normal production’? 


“In quoting prices for my product, am I 
employing proper replacement costs for cot- 
ton and other raw materials, with accurate 
determination of net waste? 

“Am I making due allowance in my pre- 
determined costs for interest on investment? 

‘“‘Am I assigning my maintenance items to 
operating costs (and not to capital account) ? 

“Am I assigning my labor and overhead 
accurately to the different products of my 
mill? 

‘“‘Am I free from the charge of assigning 
important items of my costs on bases of 
‘averages’ which produce misleading re- 
sults?” 

If any answers are in the negative it will 
be an indication that the cost-finding meth- 
ods of that particular mill may be producing 
misleading results. The letter emphasizes 
the importance of a clear knowledge of costs 
in determining sales policies and attributes 
ruinous competitive prices largely to in- 
difference in this matter. Criticism by mill 
executives is earnestly requested. The out- 
line is not intended to be a detailed cost 
manual but is confined to the development 
of what are regarded as proper basic prin- 
ciples. The outline has been reviewed by 
professional public accountants and by en- 
gineers. 

‘The pamphlet contains 39 pages and deals 
with the following topics: definition of costs, 
normal production, cotton and waste, cost 
of cotton in product, depreciation, interest 
on investment, miscellaneous questions of 
labor and overhead, predetermined budget for 
cost calculations, accurate assignment of 
costs to different products, assignment of 
overhead and reconciliation of predetermined 
costs. 


Cost Manual of Woolen and Worsted 
Industry 


In an effort to assist woolen and worsted 
cloth weavers of the United States to learn 
and record their costs, in comparison with 
those of other manufacturers as well as with 
their own best efforts in the past, the Wool 
Institute, Inc., has published a cost manual 
for the industry. The foreword of the 
manual mentions competition as a most 
stimulating factor in production, and the 
cost manual is submitted to assist weavers 
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of this country to carry on the industry in 
the most efficient method possible. It is 
said that the cost manual should never be 
completed and that it is merely a starting 
point from which the industry may formu- 
late accounting rules to follow the future. 

The manual was compiled by professional 
public accountants. It begins with a dis- 
cussion of the necessity for a cost system and 
a survey of cost accounting in other indus- 
tries, followed by argument for a uniform 
cost system in the woolen cloth industry. 
The succeeding chapters discuss fundamental 
principles of the system, the whole system 
in outline, direct labor, mill overhead ex- 
pense, process material, cost predetermina- 
tion, production reports and measurement 
of variations, accounting records and pro- 
cedure, accounting procedure in woolen 
mills, and worsted spinning. ‘Thirty-nine 
forms and charts are used as illustrations 
of the text. The manual contains 121 
pages. 

The manual was prepared after a survey 
of more than thirty mills where free access 
to all records was given. No uniformity in 
methods was discovered by those engaged 
in the research. The proposed system is 
based on the method of predetermined or 
normal cost. 


Stockholders and Public Entitled to 
Complete Financial Information 


Corporations which understate assets and 
earnings are dealing unfairly with their 
stockholders and with the public, which 
includes potential purchasers of securities, 
according to Arundel Cotter, writing in a 
recent issue of The Wall Street Journal. 
Unless over-conservative reports are volun- 
tarily replaced by true statements of finan- 
cial condition, he says, statutory compulsion 
may be exercised to provide the investing 
public with the information to which it is 
entitled. 

While he recognizes the honesty of re- 
actionary directors who conceal earnings 
and assets in good times so that dividends 
may be continued in poor times, the writer 
complains that such a policy is undeniably 
unjust to the shareholders who might be 
inclined to sell their holdings unless true 
conditions were known. 
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Quality or Quantity of Assets? 


The American Banker recently published 
an article by an accountant describing a 
method of rating banks as to safety by 
using ratios of capital to total assets and 
further resolving the numerical ratios into 
such classifications as ‘‘excellent,” ‘good,’ 
‘fair,’ etc. 

In a subsequent issue of the magazine 
A. J. Allis, vice-president of the Grace 
National Bank of New York, is quoted as 
saying that such a means of classification is 
likely to be misleading because it disregards 
the quality of the assets in question. Quick 
assets such as cash, bonds and reserve- 
bank stock, he says, materially affect the 
safety ratio. Some assets are subject to 
shrinkage, and it would be more fair to 
compare this group with the capital and 
surplus by which possible shrinkage would 
be absorbed than simply to lump all assets 


indiscriminately and evolve a ratio based 
on that figure. 

The extent to which a bank would have to 
liquidate its assets to pay off all liabilities 
is the vital consideration in determining 
margin of safety, Mr. Allis says. 


German-American Conference on 
Budgets 


Announcement has been made that “a 
German-American industrial conference will 
be held at Berlin in the early part of Febru- 
ary, 1929. The industrial budget will be 
the principal theme of discussion. Heinz 
Ludwig, who has made a survey of 15 dif- 
ferent industrial organizations with special 
attention to budget control, will present 
the results of his research. It is said 
that this will be the first international con- 
ference of its kind. ‘The conference will be 
held in coéperation with the International 
Management Institute. 


COMMITTEE ACTIVITIES 


Committee on Federal Legislation 


The chairman of the Institute’s committee 
on federal legislation has been advised from 
various sources that at the present time no 
tax legislation is expected at this session of 
congress. 

He has also been advised that the work 
upon income-tax Regulations 74, interpreta- 
tive of the income-tax provisions of the 
revenue act of 1928, and upon the consoli- 
dated-returns Regulations 75, to be pro- 
mulgated under section 141 of the revenue 
act of 1928, is practically completed and 
that both sets of regulations will soon be 
published. 

It is believed that income-tax Regulations 
74 will make no change of importance in the 
provisions of Regulations 69 applicable to 
the revenue act of 1926 other than those 
required by specific changes in the law. 
Consolidated-returns Regulations 75, which 
are applicable to the year 1929 and subse- 
quent taxable years, are new. ‘They were 
prepared after public hearings in Washing- 
ton. 


Committee on Professional Ethics 


In an attempt to codperate with state 
societies of accountants in raising the stand- 
ards of professional accountancy throughout 
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the country the Institute’s committee on 
professional ethics is undertaking a survey 
of present conditions in all the states. 
Letters have been sent by the committee to 
state societies asking for information con- 
cerning the rules of conduct in effect, the 
manner of administering them and the 
extent to which observance of the require- 
ments has been enforced in the past. Re- 
sponses to this inquiry have been numerous 
and the committee hopes to prepare a 
thoroughly comprehensive report on the 
whole subject. 


Special Committee on Natural 
Business Year 


In a letter from the chairman of the 
Institute’s committee on natural business 
year to other members of the committee a 
suggested plan of activities is outlined. An 
attempt will be made to enlighten business 
men, with reference to the advantages of 
using an appropriate fiscal year, by means 
of contributions to magazines which reach 
a large and influential part of the business 
community. It is hoped that executives 
may be made familiar with the problem. 
Such a campaign of education will prepare 
the way for effective arguments by account- 
ants at meetings of business executives and 
in private conversation. 


Special Committee for Placements 


The activities of the bureau for placements 
are naturally at low ebb during the late 
autumn and early winter. Most college 
students are graduated in June and prac- 
tically all those who apply to the bureau for 
positions with accounting firms and are 
judged eligible are placed by the first of 
December. 

The special committee for placements, 
however, is already at work in an effort to 
increase interest in accountancy among 
promising seniors at colleges of high stand- 
ing. Letters have recently been sent to 
accounting professors and to college officers, 
asking their codperation in bringing to the 
attention of students the advantages which 
accountancy offers men of the right type. 
Items have been prepared for possible publi- 
cation in college newspapers, outlining the 
plan of the bureau, and the committee has 
offered to request members of the Institute 
to speak on accountancy at colleges where 
there is a desire to hear such addresses. 

It is not too early for firms which expect 
to employ college graduates through the 
bureau to make known the approximate 
number of men they wish to engage from 
the next graduating class. It greatly facili- 
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tates the work to estimate requirements in 
advance. 

The plan of placement developed by the 
committee has often been announced to the 
membership of the Institute. It provides 
for a thorough investigation of each appli- 
cant’s record, culminating in a personal 
interview. Men who are deemed promising 
are referred to firms which have requested 
junior assistants from the bureau. The 
minimum initial salary is $125 a month. 
Each applicant engaged is assured of con- 
tinuous employment for at least three years, 
unless his work is unsatisfactory—that is, 
he is not to be discharged because of tem- 
porary decrease in the practice of the firm. 
No fee is charged to applicants, but firms 
are requested to contribute $50 for each 
assistant whom they employ through the 
bureau. For two years the bureau was 
supported by private donations, but it now 
pays all expenses by means of fees by em- 
ployers. 

The records of the bureau at December 
31, 1928, showed that it had received 737 
applications from graduates of 141 colleges. 
One hundred and twenty-eight of these 
applicants had been approved by the com- 
mittee and placed in the offices of members 
of the Institute. 


STATE LEGISLATION 


Oklahoma 


The Oklahoma Society of Certified Public 
Accountants has prepared a draft of an 
accountancy law which it is intended to 
submit at the present session of the state 
legislature. The present bill follows the 
laws of other states more closely than does 
the accountancy law now in effect in 
Oklahoma. The proposed law would not 
be restrictive or regulatory. It provides for 
the appointment of a state board of account- 
ancy in the usual manner, for an annual 
examination, and for the issuance of C. P. A. 
certificates to applicants who satisfy speci- 
fied requirements. Only accountants hav- 
ing received certificates as provided by the 
act would be permitted to practise as 
certified public accountants or to use the 
designation C. P. A. in the state. Provision 
is made for reciprocity with other states. 

The bill contains a privileged-communica- 
tion clause, prohibiting certified public ac- 


countants from revealing confidential in- 
formation obtained in the course of engage- 
ment and excusing them from examination 
on confidential communications with clients. 
Working papers are stated in the bill to be 
the personal property of the accountant. 
Special sections provide for recognition of 
holders of certificates as certified municipal 
accountants and certified commercial ac- 
countants under the present law. They 
would be able to obtain C. P. A. certificates 
under the new law by examination only in 
subjects which they had not already taken 
for the certificates now in their possession. 


Oregon 


The Oregon State Society of Certified 
Public Accountants is sponsoring an ac- 
countancy bill which will be presented to 
the state legislature, whose session com- 
menced this month. The most important 
features of the bill are the registration of 
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non-certified public accountants and a 
requirement of three years’ accounting ex- 
perience, in addition to examination, for 
eligibility to receive a C. P. A. certificate. 


Texas 


The committee on legislation of the Texas 
Society of Certified Public Accountants has 
recommended several amendments to the 
present accountancy law of the state. The 
most important amendments proposed are 
that the state board be given power to estab- 
lish and enforce a code of professional con- 
duct, that the board distribute an annual 
roster of certified public accountants, and 
that the practice requirement for applicants 


for C. P. A. certificates be increased to three 
years, with credit for one year for university 
graduates. 

The recommendations were tentatively 
accepted at the annual meeting of the 
society, but the committee was instructed 
to draft a law as it would appear with such 
amendments and distribute copies to the 
membership. The draft was then to be 
referred to the board of directors for action. 
A resolution was adopted instructing the 
new committee on legislation to conduct a 
two-year educational programme describ- 
ing the advantages of regulatory legislation 
in order that a bill of this kind might be 
prepared and submitted to the legislature 
in 1931. 


STATE BOARDS OF ACCOUNTANCY 


Connecticut 


E. J. Monde has been appointed by Gover- 
nor Trumbull as a member of the Connecti- 
cut state board of accountancy for a term 
of three years beginning January 1, 1929. 
Mr. Monde succeeds H. F. Seward, who 
tendered his resignation after having served 
two terms aggregating six years. 


Florida 


Robert Pentland was elected president 
of the Florida state board of accountancy 
at a meeting of the board held December 
28th. C. Cecil Bryant was elected secretary 
and treasurer. 


Pennsylvania 


Seventy-four candidates passed the C. P. 
A. examinations of Pennsylvania, held in 
November, 1928. ‘The whole number of 
candidates trying the examinations was 133. 
The successful candidates are: Harry A. 
Altman, Benjamin E. Antinoph, Allen A. 
Badler, Donald A. Banks, Herbert Baylson, 
Rudolph S. Bozzelli, Earl D’Arcy Brown, 
Robert F. Brown, Samuel F. Chapman, 
Richard A. Coleman, John J. Coughlan, 
George J. Covalt, Leo M. Daly, Wm. M. 
Dietrick, John W. Donahey, Harrison R. 
Drew, Harry V. Eichmann, Gerald S. Erb, 
J. Henry Erk, Maurice T. Fleisher, Max A. 
Folk, Edward J. Forler, Charles F. Frank, 
Albert J. Frohock, Harold W. Furness, 


Richard J. Gallagher, Rolf Griem, Harry 
F. Haag, John H. Haire, Sloan R. Hall, 
Ralph T. Hand, Samuel G. Hartline, Her- 
bert L. Heidenreich, Thomas N. Herreid, 
Wm. T. Hilles, Walter H. J. Hoffritz, Nor- 
man F. Kime, Albert J. Levin, Michael J. 
Loftus, Clyde J. McAbee, John Joseph 
McFarland, Ralph W. McGrew, Harry I. 
MacLean, Fred P. Meves, Robert F. Moll, 
D. Paul Musselman, Lawrence C. Myers, 
Edward J. Naravas, Robert Scott Noone, 
J. Donald Notman, Glenn O. Petty, Charles 
A. Pfahler, Samuel W. Price, John G. Reis, 
Harry M. Richman, Earl T. Risser, Paul 
C. Romig, Alexander L. Rosenthal, Robert 
D. Seagraves, Elbert V. Silver, Francis E. 
Sowersby, William H. Specht, Alvin W. 
Sponagle, Phillip H. Srolovitz, James A. 
Stacy, Harold C. Stott, William D. Stowe, 
George Tarshes, Harold J. Venger, Stewart 
McC. Walker, William W. Walters, C. 
Eugene Walton, H. Oliver Whayland and 
Robert B. Wolfe. 


Virginia 

C. P. A. certificates have been awarded 
to the following candidates who were success- 
ful in the Virginia examinations held in 
November, 1928: J. L. Davis, Wayne F. 
Gibbs, Ernest T. Haywood, Lawrence A. 
Hohmann, J. Madison Macon, R. B. 
Sprigg, Frank C. Sproul, D. W. Stanton, 


A. T. Stewart, A. M. Toler, Morris W. 
Whitaker. 
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California State Society of Certified 
Public Accountants 


LOS ANGELES CHAPTER 


At the regular monthly meeting of the 
California State Society of Certified Public 
Accountants on December 17th, J. Hugh 
Jackson, of Stanford University, delivered an 
address on ‘“The case method of teaching 
auditing.” 


Florida Institute of Accountants 


The semi-annual meeting of the Florida 
Institute of Accountants was held at Tampa, 
December 14th and 15th. 

The Rev. J. C. Tims offered an invocation 
at the beginning of the meeting. D. B. 
McKay, mayor of Tampa, gave an address 
of welcome to which Harry B. Graham 
responded. After the reports of officers 
and committees and after routine matters 
had been disposed of, the secretary of the 
American Institute of Accountants spoke on 
various problems of the accountancy pro- 
fession. 

After a recess for luncheon the afternoon 
session was called to order at 2 p.m. James 
D. A. Holley discussed the question “‘Do we 
wish to amend the present accountancy 
law?” The general conclusion of his ad- 
dress was that the C. P. A. law of Florida in 
its present form is satisfactory. Thomas 
R. Spillane, in an address entitled ‘(How 
can the institute help the state?’’ suggested 
various ways in which the accountancy pro- 
fession could assist the business community 
and the government. 

At 7:30 p.m. dinner was served at the 
Tampa Terrace hotel. Jay E. Bigham acted 
as toastmaster. 

At 9:30 a.m. on December 15th the third 
session began with an address by Paul A. 
Meredith, secretary of the Florida Associa- 
tion of Real Estate Boards. His subject 
was “The realtor and the accountant.” 
After discussion of his paper, reports of presi- 
dents of local chapters of the institute were 
submitted. 

West Palm Beach was chosen as the place 
for the annual meeting of the Florida Insti- 
tute, which will be held in June, 1929. 

On December 18th the secretary of the 
American Institute addressed a meeting of 
the Miami chapter of the Florida Institute. 


On December 20th the West Palm Beach 
chapter of the Florida Institute gave a dinner 
in honor of the secretary of the American 
Institute. This was the first meeting of 
accountants in West Palm Beach since the 
hurricane disaster of September, 1928. 
There was a large attendance and the meet- 
ing was notable for the interest and en- 
thusiasm which was apparent. 


Committee of Indiana Society 
Discusses Cash Safeguards 


The public-affairs committee of the Indiana 
Association of Certified Public Accountants 
has issued a bulletin on ‘‘Cash safeguards’’ 
for the information of the business public in 
Indiana. This is the third of a series of 
six bulletins which the committee has 
undertaken to issue during the current year. 

Misappropriations of cash are generally 
of two types resulting, first, from failure to 
account for receipts and, second, from 
fraudulent disbursements, the bulletin says. 
Most defalcations are of the first type. 
Failure to record cash as received is a com- 
mon practice of dishonest employees. The 
following are given as methods of mis- 
appropriation with attempt at concealment 
which are often encountered: manipulation 
of sales record; entry in cashbook of receipts 
from customers which are omitted from 
footings; ‘‘kiting’’ receipts from customers; 
receipts of miscellaneous income not ac- 
counted for; cheques issued and not re- 
corded or irregularly recorded; irregulari- 
ties in payrolls or in petty-cash vouchers; 
collusion with suppliers. 

Nothing but a complete audit will suffice 
to make it certain that all cash received has 
been entered, it is said. Details of checks 
against internal fraud are outlined in the 
bulletin and it is recommended that officers 
and employees who have access to cash 
should be bonded. Periodical audits are 
also recommended as a deterrent to fraud. 


Massachusetts Society of Certified 
Public Accountants 


The discussion of questions related to 
accounting practice and procedure, begun 
in November, was continued at a meeting 
of the Massachusetts Society of Certified 
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Public Accountants, December 17th. At 
the November meeting a list of questions 
compiled under the direction of James Wil- 
ling, chairman of the committee on meetings, 
was presented and discussion of them 
aroused such interest and occupied so much 
time that only five of the twenty questions 
could be considered. This type of pro- 
gramme was tried as an experiment and has 
been unanimously accepted as a success. 
A complete list of the questions discussed 
follows: 


1. Should earned surplus be restricted to the 
undistributed balance of earnings arising from the 
operations of the present corporation? 

2. Does good accounting practice permit of 
stating earnings before deducting depreciation or 
replacement charges, provided the fact of such non- 
deduction (but not amounts) is stated? 

3. If the agreement covering the issue of pre- 
ferred stock by a corporation provides for the 
setting aside annually out of earnings on March 
Ist of each year, of a stipulated sinking-fund pro- 
vision, is it necessary to qualify the earned-surplus 
account on a December 31st balance-sheet with 
respect to the provision to be made on March Ist 
of the succeeding year? 

4. Should provision be made for U. S. income 
tax on undistributed profits of foreign companies 
included in consolidated balance-sheets and earnings 
figures? 

5. When appreciated values are being used in 
the financing (modified) balance-sheet, should such 
appreciated values of plant be used as basis for 
depreciation allowances in determining earnings 
stated for a period of years preceding the date of 
the new financing? 

6. Should surplus appropriated for the retire- 

ment of preferred stock under the provisions of a 
preferred-stock agreement be considered as _ per- 
manently appropriated until the entire issue of 
preferred stock has been retired? 
7. In the event a bond issue is retired is it sound 
accounting procedure to charge off the discount 
unamortized at date of retirement against a surplus 
arising from an appraisal of the company’s fixed 
assets? 

8. Under what circumstances, if any, should 
accountants permit the citation of their names in 
prospectuses as authority for estimates of future 
earnings? 

9. Is it sound accounting procedure to write 
off the unamortized discount on bonds still out- 
standing against capital surplus created by writing 
down the par or stated value of the corporation’s 
capital stock, in order to relieve future earnings of 
the annual amortization charge? 

10. Must the financing balance-sheet make 
provision for the expenses of consolidation or 
financing? 

ll. In preparing a balance-sheet, is it sound 
accounting procedure to show losses from operations 
as a charge against capital surplus and to carry 
forward the net figure as capital surplus in stating 
the opening surplus on the balance-sheet prepared 
at the end of the succeeding year? 
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12. Would it be sound accounting procedure 
for a corporation to write off goodwill or other in- 
tangible assets by charging them off against a surplus 
arising from the appraisal of the company’s fixed 
properties? 

13. Should the basis of valuation be stated for 
such balance-sheet items as inventories, invest- 
ments and plant, or is it to be assumed, in absence 
of contrary comment, that the items are valued 
in accordance with sound accounting principles? 

14. Should all dividends declared be considered 
to be payable out of earned surplus, unless de- 
finitely stipulated otherwise in the declaratory 
resolution? 

15. Should dividends declared by a subsidiary 
out of the earnings accumulated by the subsidiary 
prior to the date of its acquisition by the holding 
company be added to the earned surplus of the 
holding company? 

16. If dividends are to be shown on the balance- 
sheet as a deduction from all types of surplus com- 
bined, should not the board of directors of the 
corporation take appropriate action to designate 
the specific surplus accounts from which the divi- 
dends are to be considered to have been payable, 
in order to permit the proper segregation of the 
balances in the several surplus accounts as of the 
beginning of the following year? 

17. Should salable materials acquired for fixed- 
asset extension be carried as current or fixed assets, 
e. g., rails in a railroad company? 

Related question: 

When minutes (or contracts) indicate that ex- 
penditures for new construction are to be made, 
where should temporary investments or idle cash 
be carried, it being the intention to employ them 
for construction? 

18. Is it proper to add to the cost of improved 
real estate bought for resale or constructed for sale, 
the excess of current charges for interest, taxes, 
maintenance and operating expenses over rental 
or similar income received until the real estate is 
sold? It is assumed that it is clear from the past 
history of the company that its business is primarily 
that of buying real estate and constructing buildings 
for resale as distinguished from holding real estate 
for its operating income. 

19. Should dividends declared, “payable out 
of the surplus of the corporation’’ without any 
definite designation of the surplus out of which 
they are payable, in excess of the balance in earned 
surplus be shown to produce a deficit? 

20. Or may such dividends, if declared in excess 
of the balance in earned surplus, be shown on the 
balance-sheet as a deduction from all types of 
surplus combined? 


New York State Society of Certified 
Public Accountants 


“The monthly audit” was the subject of 
discussion at a meeting of the New York 
State Society of Certified Public Account- 
ants at the McAlpin hotel, New York, 
January 14th. Joseph Sandler and Louis 
Weinstein delivered papers on the subject 
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and general discussion followed. ‘The meet- 
ing was preceded by an informal dinner. 


Oregon Accountants Meet with 
Bankers 


The Oregon State Society of Certified 
Public Accountants held a meeting with the 
Portland chapter of the Robert Morris 
Associates at the University club, Portland, 
December 17th. I. D. Wood, president of 
the Oregon society, occupied the chair and 
introduced the president of the bankers’ 
organization, who spoke briefly on inter- 
group relations. 

Norman F. Coleman, president of Reed 
College, spoke on the progress which is being 
made in harnessing economic forces in 
business. 

The accountant’s responsibility for in- 
ventory verificaton was a topic of general 
discussion. Godfrey C. Blohm, of the 
West Coast National Bank, emphasized 
the large percentage of total assets usually 
represented by inventory and showed how 
important to the banker are the problems 
of obsolescence, write-up and unbalanced 
items in inventories. 

L. D. Kork admitted that the inventory 
is often the largest single item on the bal- 
ance-sheet and the one most susceptible to 
misstatement. He stated, however, that 
accounting methods should suffice to satisfy 
the accountant that the inventory is correct. 
He said that accountants are not competent 
to take and price inventories in every in- 
dustry and that bankers should analyze 
accountants’ certificates with care and insist 
on completely verified statements if they 
wish the accountant to undertake complete 
moral responsibility. At the request of the 
bankers, A. L. Andrus described accounting 
methods of verifying inventories. 

William Whitfield spoke on fiscal and 
calendar years, mentioning the unnecessary 
difficulties in confirming inventories because 
of the widespread use of the calendar year. 
It was suggested by some of the bankers 
present that the accountants make a schedule 
of the proper dates for closing the books of 
various industries. It was also suggested 


that a liaison committee of bankers and 
accountants be appointed to consider the 
question. 

Mr. Whitfield and Alexander Rae also 
spoke on a proposed accountancy bill. 


The 


present accountancy law of the state was 
warmly supported by bankers before its 
passage, and Mr. Rae asked similar support 
for the new bill. 


Pennsylvania Institute of Certified 
Public Accountants 


PHILADELPHIA CHAPTER 


A Christmas party was held on December 
19th by the Philadelphia chapter, Pennsyl- 
vania Institute of Certified Public Account- 
ants. Spencer R. Graves was the speaker 
of the evening. Music and entertainment 
were provided. 


Texas Society of Certified Public 
Accountants 


The annual meeting of the Texas Society 
of Certified Public Accountants, held at San 
Antonio on November 30th and December 
Ist, had the largest attendance of any in 
the society’s history. 

The speakers at the business sessions were 
Frank H. Bushick, tax commissioner for 
San Antonio; Porter Whaley, secretary of 
the chamber of commerce of the city; 
Reagan Houston, chairman of the board of 
the federal reserve bank in San Antonio; 
G. H. Newlove, professor of accounting at 
the University of Texas; J. Z. George, 
industrial engineer; W. L. McBride, in- 
ternal-revenue agent; Henry A. Hirschberg 
and A. C. Upleger, president of the American 
Society of Certified Public Accountants. 

At the business sessions the membership 
committee reported the addition of twenty- 
four fellow members during the past year. 
The total membership is now one hundred 
and one. 

The report of the complaints committee 
showed earnest effort to prevent violation 
of the accountancy law. Attention was 
called to frequent insufficiency of data ac- 
companying complaints against practising 
accountants, which results in inability to 
take action. The society authorized the 
committee to attempt to use injunctions 
against practitioners violating the law. 

Following a report of a survey of indus- 
tries in Texas conducted by the commttee 
on natural business year, the society adopted 
a resolution endorsing the use of a fiscal 
year other than the calendar year by con- 
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cerns whose interests would be better served 
by making a change. 

At the recommendation of the committee 
on revision of constitution and by-laws, a 
revised draft of the constitution and by-laws 
was approved. Provision is made in new 
sections for the establishment of rules of 
professional conduct and for alterations in 
administrative procedure relating to ad- 
mission of members, establishment of chap- 
ters, etc. 

The report of the publicity committee 
urged that the Texas society undertake an 
educational campaign to impress upon the 
public the functions of the certified public 
accountant and the value of his services. 
The report was referred to the directors 
with instructions to take steps toward put- 
ting the programme into effect. The cam- 


paign is to be conducted in the name of the 
society with no reference to individual 
members, and may consist of the insertion 
of monthly advertisements in fifteen news- 
papers of Texas. 

The committee on education made a 
report on a survey conducted during the 
year in an effort to determine the general 
sentiment of accountants toward college 
graduates as staff members. The report 
stated that practically all accounting firms 
now regard university graduates as the best 
material for staff personnel. 

A special committee on arbitration pre- 
sented a resolution, which was adopted, 
placing the Texas society on record as 
favoring the principles of commercial arbi- 
tration and advocating the passage of an 
arbitration law in the state. 


REVIEWS 


J. H. STAGG—“CAPITAL STOCK AND 
SURPLUS” 


Address delivered at a meeting of the 
Hotel Accountants Association, New York, 
November 23, 1928. 


The speaker said that before the war the subject 
of capital stock and surplus would have been 
subject to little comment, but that no-par stock 
has brought about an entirely new condition, upon 
which volumes are being written. 

The main idea of corporate existence, he said, 
was creation of an artificial personality which could 
sue or be sued in its own name without involving 
the joining of all the owners, as is necessary in a 
partnership. 

Probably the earliest form of corporation was 
the organization of single ship companies divided 
into shares. Suits and liabilities as a rule were 
against the ship or perhaps against its cargoes. 
The great monopolistic trading companies were a 
development in the corporate type of company and 
the public-utility companies soon followed. 
Limited liability was not an invariable privilege 
of these corporations, unless their charters or 
articles of incorporation specifically provided it. 
History shows examples of disaster to innocent 
people because of their unlimited liability in com- 
panies only a few of whose shares they held. 

It was the natural practice to issue shares for a 
fixed amount of money. Almost from the start 
there were special rights for owners of certain types 
of shares, frequently known as preferred stock. 
Shares of all kinds were invariably issued at par 
value and the company’s balance-sheet showed 
clearly and distinctly that that amount was paid 
for them. 

For stock of par value the capital investment 
should be shown simply by classification of each 
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type of stock indicating (1) total number of shares 
of each class authorized, with its corresponding 
par value shown as a memorandum and not in 
the general money columns; (2) number of shares 
issued with their corresponding par value extended 
into the money columns, after deducting therefrom 
any shares in the treasury which have been legally 
issued and re-acquired by the company. 

Where shares were issued for a business as a 
going concern, the difference between the value of 
net tangible assets and the value of par stock 
issued against them needed consideration. The 
business might in the course of years have developed 
to an extent where it was earning a large amount 
on its original capital and the vendors scarcely 
desired to turn it over to the public for an amount 
equal to the value of the net tangible assets. It 
necessarily followed that in the case of a successful 
business there would be a substantial difference 
between net tangible assets and par value of stock 
issued therefor. In practical accounting all assets 
of definite value were set up on one hand and the 
liabilities and stock issued on the other. The 
difference between the two figures became a nominal 
asset, popularly known as goodwill. In practice, 
even where goodwill was represented by an entirely 
proper figure, there was a prejudice against showing 
it as such in the balance-sheet. In some cases, of 
course, this item consisted considerably of water. 
Consequently, public balance-sheets frequently 
showed current assets on the one hand and liabili- 
ties on the other, with an addition to assets of the 
combined amount of goodwill, land, buildings and 
in many cases general machinery, under the general 
heading of property acquired. 

The speaker mentioned two questions involved 
in use of par-value stock. Preferred stock is 
usually callable at a price slightly higher than its 
par value, and the logical inference is that such 
stock would be redeemable at more than par in 
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case of liquidation. However, while the company 
is a going concern, preferred stock is usually stated 
on the balance-sheet at its par value, and even in 
the most conservative statements the difference 
between the par value and the callable figure has 
been indicated only by a parenthetical explanation 
or a footnote. 

Cumulative dividends, which are _ generally 
assigned to preferred stock, should also be clearly 
explained on the balance-sheet, the speaker said, 
as at any given date there may be an obligation to 
preferred stockholders payable out of prospective 
earnings before any dividend may be paid common 
stockholders. 

For many years it was illegal to issue stock at 
less than its par value and, therefore, directors 
often had to place ridiculous values on unproved 
patents, options, etc., in order to preserve a balance. 
In practice considerable quantities of the stock 
would be donated immediately either to the treasury 
or as bonuses to individuals financing the activities. 

Par-value stock, the speaker said, served a useful 
purpose, was easily understood and introduced 
to the investing public the concept of corporations 
divided into shares. 

No-par-value stock has the advantage of avoiding 
the psychological effect which often occurs when 
market values differ from par values. New York 
was the first state to legislate on the question of 
no-par stock. Other states soon followed its 
example and the practice of issuing stock of this 
kind is gaining in popularity with large and in- 
fluential companies. The issuance of such shares 
offers certain improvements on the old methods, 
but the way of setting up figures in the accounts, 
particularly in published balance-sheets, still pre- 
sents difficulties. Some companies have preferred 
stock of par value and common stock of no par 
value. In this case the preferred stock is treated 
on the balance-sheet in the usual way. 

Some laws provide that stated capital may be 
named in a company’s papers of incorporation, 
which apparently gives every advantage of par- 
value stock with none of its disadvantages, as it 
establishes a minimum of combined capital and 
surplus beyond which dividends can not be paid 
because they would encroach upon capital. When 
circumstances arise that make it desirable to reduce 
capital because of substantial losses, it is possible 
in some states to make the reduction readily without 
the necessity for calling in stock certificates to 
record the change. Stated capital is frequently 
below the value of the net assets, excluding nominal 
assets and costs of promotion and organization, 
so that in these cases there is a surplus immediately 
available. Where there is no stated capital the 
net value of assets represents value of the capital 
stock. In Illinois it appears from the law that it 
would be dangerous to pay dividends except out 
of earned surplus. 

In stating capital in a company with no-par 
shares, the division of capital between preferred 
and common stock is questionable. Arbitrary 
subdivision does not seem to present any ad- 
vantages. Where the capital has a stated value 
it is easy to distinguish surplus and to identify 
it as paid-in or earned. Where there is no stated 
value, net excess of assets over liabilities would be 
the capital. 

The counsel of perfection for stating stock of no 
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par value would seem to be to treat it class by class, 
showing each type as a separate amount at the 
exact figure received for it. However, there are 
probably few cases in which this can be done. 

With reference to methods of stating surplus in 
the balance-sheet, Mr. Stagg said that there were 
generally three main types of surplus: (1) capital 
surplus existing as a result of deliberate trans- 
ference to a corporatiop in its formative state of 
net assets in excess of par value of stock issued 
therefor, or in excess of the stated value if no-par 
stock is in question; (2) surplus, usually also known 
as capital surplus, arising from revaluation of fixed 
assets at an increased figure; (3) ordinary operating 
surplus consisting of earnings accrued from opera- 
tions of the company, less dividends paid. The 
availability of each kind of surplus for dividend 
depends largely on state laws, but it is desirable 
that this subdivision of surplus should be dis- 
tinguished in any case. In corporations with 
par-value stock it is customary to show surplus 
clearly as a separate caption, but many companies 
with no-par shares group capital and surplus into 
one main caption with possible differentiation in 
subheadings. Frequently large companies show 
surplus accounts as a separate exhibit, similar to 
profit-and-loss account, and carry only one figure 
for surplus in the balance-sheet. 


JACOB BENNETT—“INSURANCE BROKER- 
AGE ACCOUNTING” 


Article published in the Eastern Under- 
writer, December 7, 1928. 


The bookkeeping and accounting requirements 
of an insurance broker are far more involved than 
those of a merchant or manufacturer and con- 
tribute heavily to his overhead expenses, the writer 
says. A special feature of the broker’s difficulty 
is the problem of determining the exact time when 
he actually earns his commission. A merchant 
or manufacturer computes profits at the time of 
sale to customer; the professional man earns his 
fee at the time when his service is rendered, but 
the insurance broker must decide whether he has 
earned commission at the time the policy is obtained 
or at sometime in the future. One great difficulty 
in accounting records of insurance brokers is the 
necessity for repetition of much of the same in- 
formation on six or seven records. Besides the 
usual ledgers and books of account, the broker 
needs an expiration or renewal record, line card, 
premium and return-premium register. The regular 
books of account control the broker’s financial 
relations with policyholders and agents or com- 
panies, and serve as a basis for controlling expenses. 
The other records control the insurance needs and 
the protection of his accounts in the present and 
future. 

The basic record is the premium register, in 
which an entry is made for each policy and each 
change in the policy after it is originally issued. 
The information recorded includes date of entry, 
policy number, name of insurance company, policy 
dates—effective and expiration—name and ad- 
dress of assured, location of coverage, class and 
limits of coverage, gross premium, name of agent, 
net premium and commission. 
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Errors in the accounting records are expensive 
and it is often wise to employ high-priced assistants 
in the interests of eventual economy. 

Because so much of the same information is 
copied from record to record, the making of as 
many entries as possible at one time, as may be 
done on specially prepared sets of forms by book- 
keeping machines, results in considerable saving. 
For instance, it has been found possible to make all 
the following records in the same operation: bill 
to the assured, copy of bill to the assured, entry 
in the customer’s account, entry in agent’s or 


company’s account, expiration record, summary or 
register of premium and return premiums. This 
plan can be varied to suit the exact needs of each 
brokerage office. 

Accounting for commission earned may be based 
on the assumption that the actual earning takes 
place (1) at the time of entry of the policy in the 
premium register; (2) at the time of payment of 
premium by the assured to the broker; (3) at the 
time of payment of the net premium to the company 
or its agent. All three methods are in use. 


EMPLOYMENT EXCHANGE 


In accordance with a request in the last 
Bulletin several firms have referred to the 
Institute staff assistants seeking employ- 
ment whom the firms themselves were un- 
able to engage. Some very desirable men 
have registered with the Institute in this 
way, and positions have been found for 
several of them. 

During December the requests for staff 
accountants were far in excess of the 
number of registrants qualified to fill the 
positions open. 

Among the applicants available at present 
are some members of the Institute who seem 
fitted for executive positions of more re- 
sponsibility than those of regular staff assis- 
tants. 

The following persons are among those 
now registered: 


No. 4A—Woman, unmarried, age 36, associate 
American Institute of Accountants and C. P. 
A. Experience includes three years with New 
York public accounting firm and three years as 
assistant treasurer of New England manufac- 
turing company. Education—high school, busi- 
ness college and university extension work. 
Salary commensurate with responsibilities. 

No. 11A—An executive position either in public 
or private practice is wanted by a member of the 
American Institute of Accountants who is also a 
C. P. A. and a chartered accountant. Fifteen 
years’ public accounting experience and 3 years 
as comptroller. Age 41. Salary subject to 
arrangement. Resides in New Jersey. 

No. 13A—Accountant, age 38, with 11 years’ 
public practice with well-known firms and on own 
account and with 5 years’ experience as comp- 
troller of a manufacturing company, desires 


comptrollership of a private corporation or 
managership of a branch office of a public ac- 
counting firm. Member American Institute of 
Accountants and certified public accountant of 
New York and New Jersey. 

No. 22A—Semi-senior accountant now in Hawaii 
wishes position in the United States. Age 30, 
married. Has had 2 years’ experience in public 
accounting. Has also been cost accountant for 
agricultural company. 

No. 23A—Senior accountant in Florida wishes po- 
sition in another state. Age 37, high-school 
graduate. Six years’ experience in public ac- 
counting and two years as privately employed 
auditor. Salary $250 a month. 

No. 30A—Member, American Institute of Ac- 
countants, C. P. A. Minnesota, age 42, with 
10 years’ public accounting experience, wishes 
position in Minneapolis, Chicago, or some other 
city. Recently sold his own practice in order 
to engage in outside activities. Now wishes to 
re-enter profession. Married, with dependents. 
No objection to travel. Salary subject to ar- 
rangement. 

No. 34A—Member, American Institute of Ac- 
countants, C. P. A. of North Carolina and In- 
corporated Accountant of England, wishes 
executive accounting position with public ac- 
counting firm or private corporation, preferably 
in western North Carolina or Tennessee. Age 
34, married. Thirteen years’ public practice. 
No objection to travel. 

No. 39A—Member, American Institute of Ac- 
countants, 40 years old, wishes position in public 
accounting or private concern with salary of at 
least $5000. C. P. A. of New York, New 
Jersey and Pennsylvania. Twenty years’ public 
practice. Prefers situation in vicinity of New 
York. 


The Institute has not investigated state- 
ments submitted by applicants and can not 
accept responsibility for their accuracy. 


_ Charles B. Couchman, New York, de- 
livered an address entitled ‘‘Balance-sheets 
and operating statements” at a joint meet- 
ing of the Utica chapter, National Associa- 
tion of Cost Accountants, and the Utica 


Association of Credit Men, on December 
10th. He gave the same address at a 
meeting of the Pittsburgh chapter, National 
Association of Cost Accountants, on Decem- 
ber 12th. 
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M. D. Bachrach & Co. and Adrian F. 
Sanderbeck announce the consolidation of 
their practices under the firm name of 
Bachrach, Sanderbeck & Co., with offices 
in the Farmers Bank building, Pittsburgh, 
Pennsylvania. 


Andrew H. Blass & Co., Law and Finance 
building, Pittsburgh, Pennsylvania, an- 
nounce the admission of Robert B. Wolfe to 
membership in the firm. 


Howard F. Farrington, Robert J. Hyland, 
John E. Gregory, Samuel Copeland and C. 
Milton Clark announce the formation of a 
partnership under the firm name of Farring- 
tion, Hyland & Gregory, with offices in 
several cities in the state of New York and 
in Washington, D. C. 


J. E. Hutchinson, jr., announces the 
opening of an office in the Harvey Snider 
building, Wichita Falls, Texas. 


F. W. Lafrentz & Co. announce the ad- 
mission of Reinhardt G. Jahn, Warren H. 
Keller and Rollin M. Hickey to partnership 
in the firm. 


R. C. Mounsey & Co., Seattle, Washing- 
ton, announce the removal of their offices 
to 707 Securities building, Third avenue 
at Stewart street. 


Announcement has been made of the 
dissolution of the firm of Mucklow & Ford, 
Jacksonville, Florida, as of December 31, 
1928. 

Walter Mucklow will remain at 812-813 
Barnett National Bank building and in 
addition to his general practice will give 
particular attention to consultative advice 
to accountants, attorneys and business men. 

George H. Ford has joined the firm of 
Ford, Fisher, Boyd & Colley, which has 
opened offices at 810 Lynch building, 
Jacksonville. 


Price, Waterhouse & Co. announce the 
removal of their Detroit, Michigan, offices 
to 1946 Penobscot building. 


Charles F. Rittenhouse & Company, 89 
State street, Boston, announce that Clar- 
ence B. E. Rosen has been admitted to 
partnership in the firm. 


Rosenthaler, Bernard & Co., Detroit, 
Michigan, announce the removal of their 
offices to 2263 First National Bank building. 


George E. Satchell, San Francisco, an- 
nounces the opening of branch offices at 
210 A. G. Bartlett building, Los Angeles. 


Announcement has been made of the dis- 
solution of the firm of Simmers, Adsit & Co. 
John A. Simmers and Edward H. Adsit will 
continue in practice separately, with offices 
at their present address, 215 West Seventh 
street, Los Angeles. 


- Allen R. Smart & Co. announce that 
Joseph F. McCarthy has retired from mem- 


. bership in the firm. 


F. M. Weaver & Co., Kansas City, an- 
nounce the removal of their offices to suite 
210-218, Delmain building, 3 West Ninth 
street. 


Reynold E. Blight, Los Angeles, addressed 
the Sales Managers’ Association, November 
20th, on ‘Trends of business,’’ and on 
November 28th he spoke before the Lions’ 
club of Hollywood on the history of Thanks- 
giving day. 


Stanley G. H. Fitch, Boston, delivered an 
address entitled “Inventory control’ at a 
meeting of the Boston branch of the National 
Metal Trade Association on November 7th. 


Charles F. Rittenhouse was guest and 
principal speaker at the December meeting 
of the Executives club of Boston. His 
subject was ‘Budgeting your business in 
1929.” 


